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TIME

¢ Making phone calls online can save you big money and is easier
than ever.
Once the service is up and running, you quickly forget you're
talking over the Internet. Really. Pick up the phone, and you hear a
regular old dial tone, and anyone calling you will hear the usual
ringing noise. The sound quality is crisp and clear. 99

Lev Grossman
April 15, 2002

Tech's best: This is the 'wow' stuff

€¢ For example, Vonage demonstrated that phone calis made via the
Internet — VoIP, or Voice over Internet Protocol, in the jargon of the
industry — could be made convenient and, more important, with the
audio quality you're used to on an ordinary handset in your house. 99

Ed Baig
December 11, 2002

Product Review

11 Vonage is the first company that seems to have gotten it right.

Previous VolP setups were confusing and impractical. The sound quality
was pretty bad, you could only call people who had a setup like yours,
and most competing systems weren't interoperable.y 9

Christopher Allibritton
February 2003

BUSINESS

€6 | tried the system at home and found the voice quality to be

excellent; notably, the system didn't suffer from the awkward lag
(latency) that plagued earlier voice-over-Internet solutions.

The Vonage service doesn't require people to change the way they
use the phone, and it offers some interesting advantages over the
old systems. ¢ ¢

Rafe Needleman
November 14, 2002
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BAD CONNECTION

€< The idea is simple: Use an Internet connection to carry a phone call from a home
out to the regular phone network. Instead of paying the phone company twice for
the same wire, pay once for an Internet connection that carries both voice and
data.

Citron has plowed $19 million of his own money into Vonage, a company that
began offering local service over DSL in April. (It also works with cable modems,
cutting the Bells out altogether.)

"The incumbents are ripe for being dis;)laced. and technology has created a
naturally disruptive force," he says. 2

Scott Woolley
August 12, 2002

Elye Xew Pork Times

€& Cable IP telephony is not likely to make an impact in any meaningful way
before the beginning of 2004. But an Edison, N.J.-based start-up, Vonage
Holdings Corp., hopes to buck the trend with Digital Voice, its broadband
voice over IP (VolP) product.

Vonage CEO Jeffrey Citron explains that the Vonage advantage is in its
simplicity. All the consumer has to do to receive service is to plug a Cisco
ATA-186 voice adapter into a broadband modem router.

"It's the perfect plug and play application," Citron says. 92

Simon Romero
" January 6, 2003

Industry

€ ¢ Citron's latest technology gambit appears to be a bold attempt to capitalize on

the broadband investments made by cable and phone companies. Over the last
few years, cable operators have fought attempts by government to require
carriage of unaffiliated Internet-service providers. In the cable-ISP debate,
cable holds the upper hand in the sense that ISPs need some kind of business
relationship with an operator in order to reach subscribers. 32

Ted Hearn
January 6, 2003

(4

«

ADVANTAGE, VONAGE? WE'LL SEE

Cable IP telephony is not likely to make an impact in any meaningful way before
the beginning of 2004. But an Edison, N.J.-based start-up, Vonage Holdings Corp.,
hopes to buck the trend with Digital Voice, its broadband voice over IP (VoIP)
product.

Vonage CEO Jeffrey Citron explains that the Vonage advantage is in its simplicity.
All the consumer has to do to receive service is to plug a Cisco ATA-186 voice
adapter into a broadband modem router.

"It's the perfect plug and play application,” Citron says. 2

Anthony Crupi
October 14, 2002
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Industry

A Assoclated
Press
BOOSTERS OF INEXPENSIVE INTERNET CALLING SAY ITS MOMENT IS AT HAND

¢¢some analysts believe that if the technology takes off — which would require overcoming its unsexy moniker, Voice over
Internet Protocol, or VolP — it will replace the public telephone network that first took shape 125 years ago.

But Vonage appears more likely to become a partner than a foe of the big telecom companies. Vonage already is working
with a regional phone carrier and a cable TV provider to supply the software and network support the big guys need to enter
the game.??

Brian Bergstein
September 9, 2002

REUTERS
PLUGGED IN: U.S. CONSUMERS SEE DEALS IN INTERNET PHONE CALLING
¢ ¢ The Vonage DigitalVoice service has drawn rave reviews from some 3,000 customers who have signed for the service.
"Feature for feature, we have everything that WorldCom is offering -- plus more," Citron boasts.
Norm Bogen, an analyst at Cahners In-stat in Scottsdale, Arizona, agrees that the service offered by Vonage is highly competitive

in both price and features with integrated local and long-distance packages offered by AT&T, WorldCom and Sprint.??

Eric Auchard
September 24, 2002
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Financial Press

.com

FINANCIAL TIMES

€< The service could be attractive to users outside the US, particularly
if they want to use a US contact number or they make a lot of calls
to US numbers.

For me, the Vonage service offers substantial potential savings as
well as the convenience of a single bill for local, long-distance and
international calls. 29

THE WALL STREET JOURNAL

¢¢ The use of broadband as an alternate phone service is taking hold
world-wide. In the U.S., for example, companies such as Vonage
Holding Corp., Edison, N.J., offer customers who have a

Paul Taylor
December 24, 2002

INVESTORS.COM broadband connection unlimited nationwide calling for about $40 a
_ powered t.rv - month. But nowhere is it spreading as fast as in Asia, where
RS BUSINESS Daiy® broadband penetration is higher than anywhere else.??

H. Asher Bolande
¢¢ |ts basic plan costs $40 a month. That's a deal, since the December 5. 2002

average U.S. household phone bill is $53 a month, according to
the Federal Communications Commission. Flat-rate national
plans such as Vonage's are the future of consumer telecom
services, says Glen Macdonald, a vice president at management
consultants Adventis Corp.??

Mike Angell
December 30, 2002
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Research

Winners And Losers

¢ ¢ Assuming relaxation of UNE-P and AT&T abandoning its DSL assets (NorthPoint), we believe the clear losers are the long-distance
companies such as AT&T, Sprint and MC| WorldCom. The winners are clearly the four RBOCs. The cable companies are also likely
indirect winners, in that there would now be a higher price umbrella for voice, under which they can launch cable telephony more
profitably. A company such as privately-held Vonage would also benefit given the difficulty of potentially competitive offerings such as
The Neighborhood by MCi1 and AT&T's version thereof to be sustainable at current prices. 99

January 6, 2003
From “AT&T Writes Off DSL Investment”

.o d/iam

Guerilla IP Telephony

€¢ At $40 per month Vonage's system provides unlimited telephony to U.S. phone numbers, has better features than regular POTS, and works
from places outside the U.S. So far, we had thought of IP telephony primarily as a way to save money, but going forward we also have to
consider the feature advantages of IP telephony. Our message to telcos and cable operators alike is the same in this regard: Your voice
offerings will be no stronger than the robustness and attractiveness of your data pipe, because that's where the voice will ride. This is
particularly detrimental for the U.S. RBOCs, because they have no video subscriber base on which to fall back and with which to bundle.

The RBOC residential voice situation was a losing battle anyway, as a result of cellular and regular CBR cable telephony, but we believe
"guerilla IP telephony” from Vonage and equivalent will be an incremental serious knife through the heart of circuit-switched residential voice.
We believe the chief beneficiaries of IP telephony will be the CMTS vendors, including Terayon, Arris, ADC, Motorola, Juniper and Cisco.??

December 31, 2002
From ‘Broadband Tsunami®
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Research

Weedham

"However, we have some recent concerns regarding the future architectures of Voice Over IP (VOIP) that we believe are of longer-term concern to Arris.
Specifically, we believe the architectural simplicity and attractive business model of privately held Vonage presents an attractive alternative to the cable TV
industry as far as VOIP is concerned. If we assume that many of the cable TV operators choose to partner with Vonage for a swift nationwide VOIP rollout,
we believe Arris’ longerterm future will substantially depend on its ability to be one of the top two or three DOCSIS 2.0 CMTS vendors. A Session Initiation
Protocol (SIP) as used in the Vonage model in our opinion puts a greater responsibility on the cable operators to create the kind of symmetric bandwidth
enabled by DOCSIS 2.0. On the other hand, a partnership with Vonage would also relieve the cable operators of most of the back-office needs to support
switching and more advanced forms of Quality-Of-Service (QOS) enablers. It simply concentrates the cable operator’s responsibility into creating a strong
symmetric data network, where DOCSIS 2.0 plays the central part, in our opinion." 99

January 13, 2003
From “Cable TV Technology Thoughts”

¢

<«

Downgrading Telecom Services to Market Underweight

Voice Over IP (VOIP) with SIP: The true significance of VOIP technology is not so much in that the network layer is based on the IP, but rather lies in its potential
as an alternative to the existing circuit-switched PSTN infrastructure for the delivery of telephony and advanced multimedia communications services. The
technology is really not an issue of protocols or technology as it is an issue of providing more compelling, higher value services more quickly and cost effectively.
With broadband penetration increasing, and with wireless 911 coming, it may become practical for typical consumers to have a single broadband connection to
the home and a wireless connection, and do away with the primary access line and any second lines. The benefit to enterprises is even more apparent in ordering
a single high-capacity link versus ordering several single access lines. I[P PBXs are slowly starting to be deployed, but like most disruptive technologies, the early
adopters have been in the consumer and small business market.

Session Initiation Protocol (SIP) gives VOIP an added boost, allowing interactive user sessions that involve multimedia elements like video, voice and chat, and
also makes it possible for users to initiate and receive communications and services from any location, and for networks to identify the users wherever they are.
We have been testing out a VOIP service from Vonage (www.vonage.com) that allows us to have unlimited local and long-distance calls for $39.99 per month over
a cable or DSL connection, a Cisco ATA converter, and a conventional telephone. While 911 is not available, users can pick an area code of their choice
regardless of location (i.e. Nashville resident can have a Beverly Hills area code). We have generally found the call quality to be excellent. 99

December 11,2002
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Research

Goldman
Sichs

Goldman Sachs Global Telecom Weekly

¢ ¢ VolIP - the long-term competitive threat. The intense focus on UNE-P recently has overshadowed what we see as the real long-term threat to the ILECs: VoIP
using broadband facilities. Unlike UNE-P, VoIP does not depend on changeable regulation for its survival — it is real and it is permanent. This week we visited
two VolP (Voice over Internet Protocol) providers, Vonage and Net2Phone, to learn more about developments in this area. We came away more convinced
than ever of the risks to the ILECs. The two companies both depend on broadband facilities, but have very different business models. Vonage directly
markets to the retail customer, while Net2Phone creates a carrier-class outsourced solution for Tier Il and 1l cable operators. VoIP service is not a distant
pipe dream: it is here now. As broadband expands, and the DSL and cable modem trojan horses continue to invade households, we believe VolP will start
infiltrating the traditional voice market.

Quality and technology seem to be here. Proponents of VolP claim that the technology and software is already available to offer voice quality on par with
POTS. We believe this is generally true (we have used the services and they seem to work very well), but the real question — which we will be focusing on in
the coming months — is can this quality level be achieved as consistently as customers will require? Over time, we have little doubt that this will be achievable.
In the meantime, VoIP as a second-line alternative is a big opportunity that is clearly available. In addition, as a second-line alternative, the absence of
independent powering is less of an issue when the service is offered through a cable modem.

Rollout time frame varies. Net2Phone's strategy depends on cable company schedules for delivering voice in the market. Every indication is that the cable
industry is moving cautiously and slowly in this direction. We think cable companies have the benefit of offering voice service as it makes sense to their
business and financial needs - they are not compelled to do it by competition. Thus, we do not expect significant cable activity in this area until at earliest
2004. The Vonage service however, can be launched, broadly, almost immediately, simply depending on the establishment of retail relationships. The service
sits on the Internet as an application, and broadband customers only need to connect a small Cisco analog-to-digital converter box between their phone and
cable modem to get started. Basically, Vonage can scale its business by the number of retail outlets it arranges, and its own internal capabilities.

Customer acquisition, the Achilles Heel of most competitors. Most competitors to the Bells have failed because of distribution problems. Those that have
succeeded have good distribution, i.e. UNE-P competitors, wireless competitors. The cable industry, in our view, has the distribution capability that will make
it a fierce, long-term, and permanent competitor. Even the Vonage direct retail approach seems to have the necessary ingredients, assuming it chooses good
retail partners. It will be the quality of these retail relationships and the reliability of the service that will determine the success of the effort. Initially, we expect
strong growth, but little financial impact on the ILECs. Eventually, the combination of the carrier strategy of the cable industry and a Net2phone, with a retail
strategy of a Vonage, will likely have a much more pronounced effect. 99

~January 10, 2003
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Research

Daiwa Institute of Research, European wireline: 2003 and beyond

¢CNew Jersey-based Vonage (www.vonage.com) offers flat-rate VolP call packages ranging in price from $25.99 to $39.99, which
include vertical services such as call waiting, voicemail, call forwarding, call transfer, caller ID, and caller ID block, for which the
RBOCs frequently charge. All calls to other Vonage users are free, which adds the crucial element of peer-pressure and viral marketing
which we believe may be a key element of such services. The $39.99 premium package offers unlimited local and long-distance calls,
while the more basic package covers local calls with 500 long distance minutes included. This may not appear overly generous, except
for the important fact that users have the ability to designate a home area code. Thus, a user living in Los Angeles, who normally makes a
large number of calls to New York, can designate himself a 212 area code, thus shifting a substantial portion of his long distance
calling minutes into the unlimited local bundle!

We assume that this model would aiso extend to cases such as US ex-patriots who maintain a US address and phone number. The
appeal of making unlimited VolP calls from London to New York as part of a local bundle must surely be overwhelming for some of the
heavier users of conventional international call services. The company clarified for us that, in fact, all the prospective user needs is a US
shipping address and a valid credit card in order to initiate the process. The legality of such an arbitrage may conceivably be open to question
depending on the country, but we think it would be devilishly hard even to identify such cases without triggering charges of invasion of
privacy. The proof of the appeal of the product appears to be in the sharp spike in traffic, as seen in the chart below. Since
.DigitalVoice. was launched in March 2002, the service has signed up 10,000 users and has completed over 7m calls. Usage is
clearly accelerating, as evidenced by the fact that it took 152 days to generate the first 1m calls, but only 28 days to generate the
most recent 2m. 22

February 7, 2003
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Regulatory

FCC Chairman Powell in his remarks to
the Senate Committee on Commerce, Science and Transportation

¢ ¢ Soon after | began my tenure as Chairman, | laid out the Commission's agenda under my leadership. The theme that binds the agenda is
"Digital Migration." That is, we are at a critical crossroad in communications in which technology is driving us to cross over from the
predominately analog realm—uwith its matured infrastructure, traditional services, and long-practiced regulatory regime—to the digital world of
the modern era, one that demands more advanced architecture, dynamic and innovative applications, and a more enlightened and flexible

regulatory environment.

In addition, broadband connections have also put pressure on wireline networks as many consumers that migrate to broadband for their
Internet services have dropped their second telephone lines (which were used for dial-up Internet services). Moreover, 2002 saw the
introduction of reliable Internet telephony services through a broadband connection. Companies such as Vonage are providing consumers with
a direct substitute to their traditional wireline phones. These various sources of competition have contributed to the first declines in total access
lines for the four major ILECs since 1933 (the only previous year where access lines declined). 99

January 14, 2003
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Broadcast

WNBC-TV New York
¢ ¢ Vonage internet calling offers big savings over Verizon.??

™
WeUS A
WUSA-TV Washington, DC
¢ ¢ Vonage helps couple save on business and residential calling.??

WPLG-TV Miami
€< Vonage offers affordable caliing to Miami residents. >

@

KTVK-TV Phoenix
¢¢ New Vonage telephone service saves residents big money.??

NewsChannel&l

NETWIORK

WTVF-TV Nashville
¢ ¢ Vonage DigitalVoice is a new way to save money on telephone calls.??

WFFA-TV Dallas
Product Premieres: Vonage

FOXCT

WDAF TV KANSAS CITY

WFAA-TV Dallas
Product Premieres: Vonage

WBGN-TV Pittsburgh g - :
New Internet phone service (Vonage) offers unlimited.calling $40, -
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Awards

PELEY AN GROWTH CONSULTING

2002 Entrepreneurial Company Market Engineering Award

e Vonage, based in Edison, New Jersey, has emerged as a service provider that offers broadband-based voice solutions. Vonage currently markets
solutions to end users through its DigitalVoice services, offering a number of features that are available over class 5 switches, including voice mail,
caller identification, and call waiting. These features are essential for a cable MSO to have in order to compete effectively with a similar solution
from the incumbent provider.

Without a doubt, these features are important to a successful, competitive telephony offering. However, it is just as important to note that a
competitive price, especially compared to the incumbent service provider, will be important for Vonage to gain market share. Vonage's DigitalVoice
service offers unlimited local and long distance calling, along with call waiting, caller ID, and voice mail, for $39.99 per month. Frost & Sullivan
believes that this is very competitive with a consumer’s combined long distance and local services that often include the enhanced features that

Vonage is offering.??

2002 Editors Choice Award
2002 Product of the Year Award

(14

. The fact that DigitalVoice utilizes Internet telephony " yet doesn’ t require a PC and works with traditional analog phones,
including cordless phones " is certainly a plus. Its ability to get through NAT firewalls and support for the flexible SIP standard
make this a great product that will not soon be outdated. TMC Labs believes that Vonage s DigitalVoice is a great solution for
consumers and even perhaps SOHO environments that currently have 2%one bills exceeding $40 a month.

RATINGS (0-5)
Instaltation: 5
Documentation: 4.75
Features: 4.5
GUI: 4.75
Overall: A-
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